MCB-ARIF HABIB

- x ™ Savings and Investments Limited

HALF YEAR
REPORT

-"I-. !".Id.-"'.a.--

e

DECEMBER

2019

(UNAUDITED)

Half Year Report for Funds Under Management of
MCB-Arif Habib Savings and Investments Limited



PAKISTAN PENSION FUND



CONTENTS

Fund’s Information 427

Report of the Directors of the Pension Fund Manager 428

Auditor’s Report to the Participants on Review of Condensed Interim

Financial Statements 435
Condensed Interim Statement of Assets and Liabilities 437
Condensed Interim Income Statement (Un-audited) 438
Condensed Interim Statement of Other Comprehensive Income (Un-audited) 439
Condensed Interim Cash Flow Statement (Un-audited) 440

Condensed Interim Statement of Movement in Participants ‘Sub-Fund (Un-audited) 441

Notes to forming part of the Condensed Interim Financial Statements (un-audited) 442

426 Pakistan Pension Fund




FUND’S INFORMATION

Management Company

Board of Directors

Audit Committee

Human Resource &
Remuneration Committee

Chief Executive Officer

Chief Operating &
Financial Officer

Company Secretary

Trustee

Bankers

Auditors

Legal Advisor

Transfer Agent

Rating

MCB-Arif Habib Savings & Investments Limited
Adamijee House, 2nd Floor,
I.I. Chundrigar Road, Karachi.

Mr. Haroun Rashid Chairman

Mr. Nasim Beg Vice Chairman
Mr. Muhammad Saqib Saleem Chief Executive Officer
Mr. Ahmed Jahangir Director

Mr. Kashif A. Habib Director

Mirza Qamar Beg Director

Syed Savail Meekal Hussain Director

Ms. Mavra Adil Khan Director

Mirza Qamar Beg Chairman

Mr. Nasim Beg Member

Mr. Ahmed Jahangir Member

Mr. Kashif A. Habib Member

Syed Savail Meekal Hussain Member

Mirza Qamar Beg Chairman

Mr. Nasim Beg Member

Mr. Ahmed Jahangir Member

Syed Savail Meekal Hussain Member

Ms. Mavra Adil Khan Member

Mr. Muhammad Saqib Saleem Member

Mr. Muhammad Sagib Saleem
Mr. Muhammad Asif Mehdi Rizvi

Mr. Altaf Ahmad Faisal

Central Depositary Company of Pakistan Ltd.
CDC House, 99-B, Block ‘B'S.M.C.H.S

Main Shahra-e-Faisal Karachi

Tel: (92-21) 111-111-500

Fax: (92-21) 34326053

Web: www.cdcpakistan.com

MCB Bank Limited

Habib Metropolitan Bank Limited
Bank Alfalah Limited

Allied Bank Limited

Silk Bank Limited

Habib Bank Limited
National Bank of Pakistan
Askari Bank Limited

JS Bank Limited

Zarai Taraqiati Bank Limited
MCB Islamic Bank Limited
Faysal Bank Limited

Ernst & Young Ford Rhodes Sidat Hyder
Chartered Accountants

Progressive Plaza, Beaumount Road, P.O. Box 15541
Karachi, Sindh-75530, Pakistan.

Bawaney & Partners
3rd & 4th Floor, 68 C, Lane 13, Bukhari Commercial Area
Phase VI, D.H.A., Karachi

MCB-Arif Habib Savings & Investments Limited
Adamjee House, 2nd Floor,
I.I. Chundrigar Road, Karachi.

AM2++ Asset Manager Rating assigned by PACRA

427 Pakistan Pension Fund




REPORT OF THE DIRECTOR OF THE PENSION FUND MANAGER
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

Dear Investor,

On behalf of the Board of Directors, We are pleased to present Pakistan Pension Fund accounts review for the half year
ended December 31, 2019.

ECONOMY AND MONEY MARKET OVERVIEW

Stabilization measures pursued by the government have started to bear fruits as the Balance of Payment situation continues
to improve. The Current Account Deficit (CAD) contracted by ~75% on a Year on Year (YoY) basis to USD 2.1 billion in
the first half of FY20. Imports of goods and services continued to nosedive as it compressed by 18.5% while exports of
goods and services increased by 4.8% in the first half of fiscal year. Remittances provided a moderate buffer, increasing
by 3.3% to USD 11.4 billion during the period. Foreign exchange reserves increased by a massive USD 4.1 billion during
the period as Pakistan received flows from IMF and multilateral institutions, while the outflow from CAD remained restrained.

CPI was rebased with a new base of 2015-16 and the average for newly rebased CPI clocked in at 11.1% YoY for the
first half of FY20. Food inflation took a toll on the overall CPI, as it increased by 14.9% during the period. Major hit on
food inflation surfaced from a hike in the prices of perishable food items after imports from India was banned. Nevertheless,
core inflation as measured by Non Food Non Energy was still controlled and averaged 8.1% for the period. All the monetary
policy meetings held during period kept interest rates on a status quo citing near term inflation as the major concern.

The outlook on GDP growth ranged in between 2.5% to 3.5% according to various institutions. However, as of late it was
expected to remain on the lower side as weak production outlook of major crops (Cotton, Wheat and Sugar) along with
a lower industrial growth arising out of weaker than expected LSM growth is expected to take a dent on the overall growth.
Large Scale Manufacturing as anticipated continued on a downward trajectory as the import based consumption demand
evaporated. LSM posted a decline of ~5.9% in the first five months of FY20, with most of the decline emanating from
cyclical sectors. Both Autos and Steel manufacturing saw demand compression of 37.7% and 13.8% respectively.

Provisional number of tax collection were also encouraging as FBR collected PKR 2,080 billion in the first half of the
current fiscal year, which was 17% higher compared to the corresponding period of the last year. Dissecting the performance
in terms of domestic and international collection, the performance was even better as domestic tax revenue grew by 28%
YoY. The target for primary deficit is also expected to be met as the government had generated significant buffer during
the first quarter.

During the period under review, yield curve shifted downwards owing to massive demand for longer tenor bonds as market
participants drew comfort from stabilization measures and anticipated outlook of lower inflation. Alongside, participation
from foreign investors at such an unprecedented scale for the first time in the local bond market brought in extra pool of
liquidity pushing the yields down. 3 Year bonds eased off by 221 bps while the longer tenor (10Y) bonds eased off by
nearly ~300 bps during the first half. While, the State Bank of Pakistan (SBP) left the Policy Rate unchanged at 13.25%
during the all monetary policies held in the quarter, citing the outlook on near term inflation however, it vowed to bring
down inflation to 5-7% over the course of next 2 years.

EQUITIES MARKET OVERVIEW

While fiscal year 2020 had a dismal start during the first quarter, it sharply rebounded during the second quarter posting
an astounding return of 27.0% during the second quarter, taking the cumulative return of first half to 20.2%. Foreigners
after an extended period turned out to be net buyers, whilst accumulating a moderate USD 8 million during the first half.
Individuals turned out to be major buyers during the period taking a exposure of USD 140 million in equities, while
commercial banks and mutual funds turned out to be net sellers reducing their exposure by USD 91 million and USD 53
million respectively. Volumes and values traded averaged around 180.49 mn shares/ PKR 6.54 bn during the period.

Confidence in the risk assets was rejuvenated after data on external sector pointed out towards stability while currency
appreciated by ~6% from its lows. Reversal of long term bond yields also proved to be a major catalyst for bull run in the
equity markets. Bond markets rallied as the outlook on inflation improved after a stable currency and perhaps as the central
bank vowed to fight inflation and bring it in a range of 5-7% in next 24 months. Most of the cyclicals had a stellar performance
during the first half as cheap valuations along with a better medium term growth outlook provided the impetus. Along with
that, appreciation in local currency for the first time after several years provided the much required boost to cyclicals.
Engineering & Pharmaceutical sectors delivered significant outperformance (~43/36% respectively) during the period.
While, E&Ps, Fertilizer, & Banks underperformed the market generating returns of 19%/17% and 12% respectively.
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REPORT OF THE DIRECTOR OF THE PENSION FUND MANAGER
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

FUND PERFORMANCE
Debt Fund

The debt sub-fund generated an annualized return of 14.54% during the period under review. The fund's exposure towards
PIBs increased to 32.4% and exposure in T-bills decreased to 1.5% at period end.

The Net Assets of the Fund as at December 31, 2019 stood at Rs. 541.87 million as compared to Rs. 520.53 million as
at June 30, 2019 registering an increase of 4.10%.

The Net Asset Value (NAV) per unit as at December 31, 2019 was Rs. 276.30 as compared to opening NAV of Rs. 257.43
per unit as at June 30, 2019 registering an increase of Rs. 18.87 per unit.

Money Market Fund

The money market sub-fund generated a return of 11.93% during the period. The fund's exposure in T-bills increased to
59.5% from 8.7% while exposure in cash decreased from 55.7% to 40.0%.

The Net Assets of the Fund as at December 31, 2019 stood at Rs. 406.08 million as compared to Rs. 317.02 million as
at June 30, 2019 registering an increase of 28.09%.

The Net Asset Value (NAV) per unit as at December 31, 2019 was Rs. 250.98 as compared to opening NAV of Rs. 236.74
per unit as at June 30, 2019 registering an increase of Rs. 14.24 per unit.

Equity Fund

The Equity sub-fund generated a return of 18.43% against the KSE-100 return of 20.16%. The sub-fund increased its
overall equity exposure from 92.0% to 97.9%. Sector-wise, the sub-fund mainly held exposure in Commercial Banks and
Oil & Gas Exploration sector.

The Net Assets of the Fund as at December 31, 2019 stood at Rs. 812.82 million as compared to Rs. 721.45 million as
at June 30, 2019 registering an increase of 12.66%.

The Net Asset Value (NAV) per unit as at December 31, 2019 was Rs. 511.98 as compared to opening NAV of Rs. 432.30
per unit as at June 30, 2019 registering an increase of Rs. 79.68 per unit.

FUTURE OUTLOOK

Policy adjustments by the central bank will result in macroeconomic consolidation thus restricting the economic growth
in low single digits for the current year. IMF forecasts Pakistan GDP growth to slow down to 2.5% in FY20, in the wake
of tightening policies pursued by the government. Industrial growth will remain muted particularly for the import-driven
consumption based sectors. However, export driven industrial companies can provide some respite as the government
has incentivized the above, while increased power supply also eliminates bottleneck for them.

Balance of Payment worries are over for now as current account deficit has adjusted to reasonable level since the policy
actions taken by the central government. Our forecast at very conservative assumptions is that CAD will settle at 2.3%
of GDP. We have assumed crude oil prices at USD 70/BBL for the remaining part of the year, which are currently hovering
near USD 60/BBL. After signing up for an IMF program, Pakistan will be able to finance its gross finance requirements
by tapping into international avenues. Saudi deferred oil facility will also provide a short term buffer to foreign exchange
reserves. We expect foreign exchange reserves to increase to USD ~14 billion by the end of the current fiscal year. With
PKR aligned to its equilibrium levels (Oct'19 REER at 95.9) and current account deficit in a sustainable range, PKR should
now depreciate nominally based on its historical average.

CPl is expected to average ~11.9% in the current fiscal year owing to lagged impact of currency depreciation along with
a rise in food inflation. However, with a stable currency and high base effect, we expect headline inflation to ease off in
the next year and decline to an average of ~8.8%. Risk to our expectations are any adverse increase in international
commodity prices along with more than expected adjustment in utility tariffs. We believe current real interest rate is sufficient
to cater for the near term inflation. However, given the room in real interest rates going forward, we do not rule out monetary
easing at the start of the next fiscal year. Based on our outlook of inflation, we expect interest rates to ease off by 150-
200 bps in the next 12 months.
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REPORT OF THE DIRECTOR OF THE PENSION FUND MANAGER
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

On the fiscal side, the government is aiming to limit fiscal deficit at 7.3% of GDP for the year. While the final target for
fiscal deficit can evolve, nevertheless, it has to meet the primary condition of IMF for limiting the primary deficit at 0.6%
of GDP. For this purpose, FBR is targeting a revised tax collection of PKR 5.2 trillion (up 30% YoY). The budget presented
in the parliament proposed PKR 600-700 billiion of tax measures, while the remaining amount was kept contingent on
FBR efforts and economic growth. On the expenditure side, the government is aiming for austerity measures on the current
expenditure side, however, it is aiming for an expansionary Public Sector Development Program (PSDP) of PKR 1.6 trillion
(up 40% YoY). We believe the tax collection target to be highly optimistic and expect a net shortfall of PKR ~300-400
billion. The result of provisional tax collection for 1H assert our view as there was a shortfall of PKR 120 billion during
the period. Resultantly, the shortfall in tax collection will trickle down to a lower development spending.

From the capital market perspective, we believe investor confidence should renew towards risk assets as macroeconomic
stability will be cherished after a bout of volatile years. Equity market has still a lot to offer despite the recent bull run (up
40%+ since the trough). Reversal in monetary policy will be a key theme to eye in CY20 as slowdown in inflation will
provide much needed room to central bank to cut down the interest rates. We foresee interest rates easing of 150-200
bps in the next 12 months, albeit majority of them coming in the second half of the calendar year. Double digit earnings
growth and cheap valuations will drive the total returns of equities. Generally, earnings rebound sharply after an economic
downturn as equities tend to exhibit inflation hedging behavior. During the last few years earnings growth has not caught
up with the nominal GDP growth, which generally tends to revert whenever the difference widens. Hence, we expect
earnings growth to remain in double digits over the span of next few years, a key reason behind our optimism for equities.

We believe a micro view of sectors and stock will remain more important this year and investment selection should focus
on companies which trade at a deep discount to their intrinsic value. Similarly, focus should also revert back to companies
that are expected to exhibit stellar earnings growth over the medium term.

For debt holders, we expect Money Market Funds to continue to seamlessly mirror policy rates throughout the year. On
the other hand, government bonds have already priced in some of the expected monetary easing during the course of
year. Further capital gains are contingent on earlier than expected reversal in monetary cycle along with quantum of
interest rate cuts. Liquidity in the monetary system will also define yield on bonds since the government has liberalized
its sources of financing, particularly opening avenues from external sources.

ELECTION OF THE BOARD OF DIRECTORS

On February 06, 2020, election of directors of the Pension Fund Manager was held in an extra ordinary general meeting.
Mian Muhammad Mansha and Mr. Samad A. Habib have retired from the Board and Mr. Kashif A. Habib and Ms. Mavra
Adil Khan have joined the Company as new directors. Details of the new Board is given in Company Introduction. The
approval of the Securities and Exchange Commission of Pakistan is pending as on the date of the Directors’ Report.

ACKNOWLEDGMENT

The Board is thankful to the Fund's valued investors, the Securities and Exchange Commission of Pakistan and the
Trustees of the Fund for their continued cooperation and support. The Directors also appreciate the efforts put in by the
management team.

On behalf of Directors,

Viny—

Muhammad Saqib Saleem
Chief Executive Officer
February 21, 2020
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Auditor’s Report to the Participants on Review of Condensed Interim
Financial Statements

EY

Buiiding a belter
working world

INDEPENDENT AUDITORS' REVIEW REPORT

To the Participants of Pakistan Pension Fund

Report on review of Interim Financial Statements

Introduction

We have reviewed the accompanying condensed interim Statement of Assets and Liabilities
of Pakistan Pension Fund (the Fund) as at 31 December 2019, and the related condensed
interim Income Statement, condensed interim Statement of Comprehensive Income,
condensed interim Cash Flow Statement and condensed interim Statement of Movement in
Participants' Sub-funds for the period then ended together with the notes forming part
thereof (here-in-after referred to as the “interim financial statements”). Pension Fund
Manager is responsible for the preparation and presentation of this interim financial
statements in accordance with accounting and reporting standards as applicable in Pakistan
for interim financial reporting. Our respansibility is to express a conclusion on these financial
statements based on our review. The figures of the condensed interim income statement and
condensed interim statement of comprehensive income for the quarters ended 31 December
2019 and 31 December 2018 have not been subject to limited scope review by the external
auditors as we are only required to review the cumulative figures for the six-months period
ended 31 December 2019.

Scope of Review

We conducted our review in accordance with International Standard on Review Engagements
2410, "Review of Interim Financial Information Performed by the Independent Auditor of the
Entity”. A review of interim financial statements consists of making inquiries, primarily of
persons responsible for financial and accounting matters, and applying analytical and other
review procedures. A review is substantially less in scope than an audit conducted in
accordance with International Standards on Auditing and consequently does not enable us to
obtain assurance that we would become aware of all significant matters that might be
identified in an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the
accompanying interim financial statements is not prepared, in all material respects, in
accordance with the accounting and reporting standards as applicable in Pakistan for interim
financial reporting.

“Z

435 Pakistan Pension Fund




Auditor’s Report to the Participants on Review of Condensed Interim
Financial Statements

EY

Building a better
working world

The engagement partner on the review resulting in this independent auditors' review report is
Shaikh Ahmed Salman.

EYhad L

Chartered Accountants
Date: 25 February 2020

Karachi
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE HALF YEAR ENDED DECEMBER 31, 2019
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CONDENSED INTERIM STATEMENT OF OTHER COMPREHENSIVE INCOME (UN-AUDITED)
FOR THE QUARTER ENDED DECEMBER 31, 2019
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

1. LEGAL STATUS AND NATURE OF BUSINESS

1.1 The Pakistan Pension Fund (the Fund) was established under a Trust Deed executed between MCB-Arif Habib
Savings and Investments Limited as Pension Fund Manager and Muslim Commercial Financial Services (Private)
Limited (MCFSL) as Trustee. The Trust Deed was approved by the Securities and Exchange Commission of Pakistan
(SECP) on May 24, 2007 and was executed on June 04, 2007 under the Voluntary Pension System Rules, 2005
(VPS Rules). Habib Metropolitan Bank Limited (HMBL) was appointed as the new Trustee in place of MCFSL through
a revised Trust Deed dated June 16, 2011 which was approved by SECP on July 07, 2011. Central Depository
Company of Pakistan Limited was appointed as the new Trustee in place of HMBL through a revised Trust Deed
dated July 21, 2014 which was approved by SECP on July 23, 2014.

1.2 The Fund is an open-end pension fund consisting of three sub-funds namely; Equity Sub-Fund, Debt Sub-Fund and
Money Market Sub-Fund. Units are offered for public subscription on a continuous basis. The number of units of
any sub-fund purchased out of contributions depends on the Allocation Scheme selected by the respective Participant
out of the allocation schemes offered by the Pension Fund Manager.

1.3 MCB-Arif Habib Savings and Investments Limited has been licensed to act as a Pension Fund Manager under the
VPS Rules through a certificate of registration issued by the SECP. The registered office of the Management
Company has been changed from 24th Floor, Centrepoint, Off Shaheed-e-Millat Expressway, Near K.P.T. Interchange,
Karachi, Pakistan to Adamjee House, MCB-AH Savings, 2nd Floor, I.I Chundrigar Rd, Karachi, Pakistan.

1.4 The Pakistan Credit Rating Agency (PACRA) has assigned Management quality rating of "AM2++" dated April 08,
2019 to the Management Company.

1.5 Title to the assets of the Fund is held in the name of Central Depository Company Limited as Trustee of the Fund.
2. BASIS OF PREPARATION
2.1 Statement of compliance
These condensed interim financial statements of the Fund have been prepared in accordance with the accounting
and reporting standards as applicable in Pakistan for interim financial reporting. The accounting and reporting

standards as applicable in Pakistan for interim financial reporting comprise of:

- International Accounting Standard (IAS) 34, 'Interim Financial Reporting', issued by the International Accounting
Standards Board (IASB) as notified under the Companies Act, 2017; and

- the requirements of the Trust Deed, voluntary pension system Rules, 2005 (VPS Rules) and the directives
issued by the SECP.

Wherever the requirements of the Trust Deed, the VPS Rules or the directives issued by the SECP differ with the
requirements of IAS 34. The requirements of the Trust Deed, the VPS Rules (2005) or the requirements of the said
directives prevail.

2.2 These condensed interim financial statements do not include all the information and disclosures required in the
annual financial statements and should be read in conjunction with the financial statements of the Fund for the year
ended June 30, 2019.

2.3 These condensed interim financial statements are un-audited but subject to limited scope review by the auditors.
Figures for the quarters ended December 31, 2019 and December 31, 2018 as reported in these interim financial
statements have not been subject to limited scope review by the external auditors.

2.4 These condensed interim financial statements are presented in Pakistani Rupee, which is the functional and
presentation currency of the Fund.

3. ACCOUNTING POLICIES AND ESTIMATES

3.1 The accounting policies applied in the preparation of these condensed interim financial information are the same
as those applied in the preparation of the audited financial statements of the Fund for the year ended June 30, 2019.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

The preparation of these condensed interim financial statements in conformity with approved accounting standards
requires management to make estimates, assumptions and use judgements that affect the application of accounting
policies and reported amounts of assets, liabilities, income and expenses. Estimates, assumptions and judgments
are continually evaluated and are based on historical experience and other factors, including reasonable expectations
of future events. Revisions to accounting estimates are recognised prospectively commencing from the period of
revision.

3.2 New/ Revised Standards, Interpretations and Amendments

The Fund has adopted the following standards and amendment to IFRSs which became effective for the current
period:

IFRS 3 Business Combinations: Previously held interests in a joint operation
IFRS 9 Prepayment Features with Negative Compensation (Amendments)
IFRS 11 Joint Arrangements: Previously held interests in a joint operation
IFRS 16 Leases

IAS 12 Income Taxes: Income tax consequences of payments on financial instruments
classified as equity (Amendments)

IAS 19 Plan Amendment, Curtailment or Settlement (Amendments)

IAS 23 Borrowing Costs: Borrowing costs eligible for capitalisation

IAS 28 Long-term Interests in Associates and Joint Ventures (Amendments)
IFRIC Interpretation 23 Uncertainty over Income Tax Treatments

The adoption of the above amendments to accounting standards and interpretations did not have any effect on
these interim financial statements.

3.3 The Fund's financial risk management objectives and policies are consistent with those disclosed in the annual
audited financial statements of the Fund as at and for the year ended June 30, 2019.

4. BALANCES WITH BANKS
These are the saving accounts and carry interest at the rates ranging from 11.25% to 14.45% (June 30, 2019:

10.00% to 13.50%) per annum. These include balances of Rs.2,311,194 (June 30, 2019: Rs.311,449) and Rs.7,732
(June 30, 2019: Rs.7,552) held with MCB Bank Limited and MCB Islamic Bank Limited respectively, related parties.
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

December 31, 2019 (Un-audited)

Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total
Note (Rupees)
5. INVESTMENTS
At fair value through

profit or loss
Listed equity securities 5.1 806,366,549 - - 806,366,549
Government securities 5.2 - 227,000,938 243,658,937 470,659,875
Debt securities - Term

Finance Certificates /

Sukuks 5.3 - 93,444,487 - 93,444,487
Commercial Paper 5.4 - - - -
Term deposit receipt 5.5 - - - -

806,366,549 320,445,425 243,658,937 1,370,470,911
June 30, 2019 (Audited)
Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total
Note (Rupees)
At fair value through

profit or loss
Listed equity securities 670,488,179 - - 670,488,179
Government securities - 226,509,343 29,546,480 256,055,823
Debt securities - Term

Finance Certificates /

Sukuks - 98,655,613 - 98,655,613
Commercial Paper - 39,234,413 9,808,628 49,043,041
Term deposit receipt - - 109,000,000 109,000,000

670,488,179 364,399,369 148,355,108 1,183,242,656
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2019
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE HALF YEAR ENDED DECEMBER 31, 2019
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS

FOR THE HALF YEAR ENDED DECEMBER 31, 2019
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

5.4

5.5

Commercial paper - at fair value through profit or loss

Debt Sub-Fund

K-Electric Limited

Money Market Sub-Fund

K-Electric Limited

Term Deposit Receipts - at fair value through profit or loss

Money Market Sub-Fund

Name of the investee company

Soneri Bank Limited

JS Bank Limited

Total as at December 31, 2019 (Un-audited)

Total as at June 30, 2019 (Audited)

December 31, June 30,
2019 2019
(Un-audited) (Audited)
------------ (Rupees) --==---=----
- 39,234,413
- 9,808,628
Face value
As at Purchased Matured As at Face value as Face value as
Rate of return  July 01, during during December  percentage of  percentage of
Maturity  Rating  per annum 2019 the year the year 31,2019 net assets total investment
-------------------------------- (Rupees) (%)
1-Aug-19  AA-/A1+ 13.20% 49,000,000 - 49,000,000 0.00% 0.00%
1-Aug-19  AAJATH 13959, 60,000,000 - 60,000,000 0.00% 0.00%
109,000,000 - 109,000,000
109,000,000 109,000,000

December 31, 2019 (Un-audited)

Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total
ACCRUED EXPENSES AND OTHER LIABILITIES Note (Rupees)
Provision for Sindh Workers' Welfare Fund 6.1 6,326,176 3,023,212 1,163,143 10,512,531
Provision for Federal Excise Duty on
remuneration of Pension Fund Manager 6.2 2,420,238 2,404,933 1,151,294 5,976,465
Brokerage payable 522,123 3,715 318 526,156
Withholding tax payable 181,941 120,469 25,980 328,390
Auditors' remuneration 96,047 75,946 52,566 224,559
Payable against redemption of units - - 22,098 22,098
Others - 650 - 650
9,546,525 5,628,925 2,415,399 17,590,849
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

June 30, 2019 (Audited)

Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund Total
(Rupees)

Provision for Sindh Workers' Welfare Fund 3,766,624 2,238,776 681,893 6,687,293
Provision for Federal Excise Duty on

remuneration of Pension Fund Manager 2,420,238 2,404,933 1,151,294 5,976,465
Brokerage payable 119,050 20,101 685 139,836
Withholding tax payable 189,353 122,528 25,974 337,855
Auditors' remuneration 148,251 85,713 36,036 270,000
Payable against redemption of units - - 22,098 22,098
Others - 20,650 - 20,650

6,643,516 4,892,701 1,917,980 13,454,197
6.1 Provision for Sindh Workers' Welfare Fund
There is no change in the status of the SWWF as reported in note 12.1 to the annual financial statements of the
Fund for the year ended June 30, 2019. Had the provision not been made, the net assets value per unit of the Fund
would have been higher by Rs.3.98 per unit in respect of Equity Sub-Fund, Rs.1.54 per unit in respect of Debt Sub-
Fund and Re.0.72 per unit in respect of Money Market Sub-Fund as at December 31, 2019 (June 30, 2019: Rs.2.26
per unit in respect of Equity Sub-Fund, Re.0.83 per unit in respect of Debt Sub-Fund and Re.0.36 per unit in respect
of Money Market Sub-Fund).
6.2 Provision for Federal Excise Duty on remuneration of Pension Fund Manager

There is no change in the status of the appeal filed by the Federal Board of Revenue in the Honorable Supreme
Court of Pakistan in respect of levy of Federal Excise Duty, as reported in note 12.2 to the annual financial statements.
Had the provision not been made, the net assets value per unit of the Fund would have been higher by Rs.1.52
(June 30, 2019: Rs.1.45) per unit in respect of Equity Sub-Fund, Rs.1.23 (June 30, 2019: Rs.1.19) per unit in respect
of Debt Sub-Fund, Re.0.71 (June 30, 2019: Re.0.86) per unit in respect of Money Market Sub-Fund as at December
31, 2019.

7. CONTINGENCIES AND COMMITMENTS
There were no contingencies and commitments outstanding as at December 31, 2019 (June 30, 2019: Nil).
8. TAXATION
The income of Pakistan Pension Fund is exempt from tax under clause 57(3)(viii) of Part | of the Second Schedule

to the Income Tax Ordinance, 2001. Further through Finance Act, 2011, effective from July 01, 2011, pension funds
are included in the list of entities on which the provisions of section 113 regarding minimum tax shall not apply.

9. CONTRIBUTION TABLE
December 31, 2019 (Un-audited) |
Equity Sub-Fund Debt Sub-Fund Money Market Sub-Fund Total
Individuals: Units | (Rupees) Units I (Rupees) Units | (Rupees) Units I (Rupees) |
Issuance of units 244,773 107,488,641 532,587 140,530,421 539,883 130,614,249 1,317,243 378,633,311
Redemption of units (326,047) (137,884,519) (593,402) (157,565,594) (261,010) (63,689,403) (1,180,459) (359,139,516)

December 31, 2018 (Un-audited) |

Equity Sub-Fund Debt Sub-Fund Money Market Sub-Fund Total
Individuals: Units | (Rupees) Units | (Rupees) Units | (Rupees) Units | (Rupees) |
Issuance of units 253,668 128,306,836 191,152 46,398,989 124,886 27,969,364 569,706 202,675,189
Redemption of units (91,375)  (46,002,804) (400,774) (97,053,791) (285,660) (63,181,637) (777,809) (206,238,232)
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NOTES TO AND FORMING PART OF THE CONDENSED INTERIM FINANCIAL STATEMENTS
FOR THE HALF YEAR ENDED DECEMBER 31, 2019

December 31, 2019 (Un-audited)

Money
Equity Debt Market
Sub-Fund Sub-Fund Sub-Fund
10. NUMBEROFUNITSINISSUE = e (Number of units) ------------
Total units outstanding at beginning of the period 1,668,870 2,022,000 1,339,095
Units issued during the period 244,773 532,587 539,883
Units redeemed during the period (326,047) (593,402) (261,010)
Total units in issue at end of the period 1,587,596 1,961,185 1,617,968
June 30, 2019 (Audited)
------------ (Number of units) =-=---------
Total units outstanding at the beginning of the year 1,449,822 2,463,260 1,092,414
Units issued during the year 551,523 702,778 921,121
Units redeemed during the year (332,475) (1,144,038) (674,440)
Total units in issue at the end of the year 1,668,870 2,022,000 1,339,095

11. EARNINGS / (LOSSES) PER UNIT

Earnings / (losses) per unit based on cumulative weighted average units for the period has not been disclosed as
in the opinion of the Management Company the determination of the same is not practicable.

December 31, 2019 (Un-audited)

Money
Equity Debt Market June 30, 2019
Sub-Fund Sub-Fund  Sub-Fund Total (Audited)
12.  CASH AND CASH EQUIVALENTS Note (Rupees)
Balances with banks - savings accounts 13,649,988 336,986,367 163,429,805 514,066,160 618,875,272
Treasury Bill maturing within 3 months 5.2 - 9,894,938 243,658,937 253,553,875 251,170,580
Term deposit receipts - - - - 109,000,000
Commercial papers - - - - 49,043,041

13,649,988 346,881,305 407,088,742 767,620,035 1,028,088,893

13. TRANSACTIONS WITH CONNECTED PERSONS

Related parties / connected persons of the Fund include the Management Company, other collective investment
schemes managed by the Management Company, MCB Bank Limited being the Holding Company of the Management
Company, the Trustee, directors, key management personnel and other associated undertakings and connected
persons. Connected persons also include any person beneficially owing directly or indirectly 10% or more of the
units in the issue / net assets of the Fund.

Transactions with connected persons essentially comprise sale and redemption of units, fee on account of managing
the affairs of the Fund, other charges, sale and purchase of investments and distribution payments to connected
persons. The transactions with connected persons are in the normal course of business, at contracted rates and
at terms determined in accordance with market rates.
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Remuneration payable to the Pension Fund Manager and the Trustee is determined in accordance with the provision
of the VPS Rules and constitutive documents of the Fund respectively.

Details of transactions and balances at period end with related parties / connected persons, other than those which
have been disclosed elsewhere in these interim financial statements, are as follows:

13.1 Transactions during the period

Half year ended December 31, 2019 (Un-audited) Half year ended

Money December 31,
Equity Debt Market 2018
Sub-Fund Sub-Fund  Sub-Fund Total (Un-audited)
(Rupees)
MCB Arif Habib Savings and Investments Limited -
Pension Fund Manager
Remuneration (including indirect taxes)
5,888,647 4,630,128 3,214,453 13,733,228 13,244,018
Central Depository Company of Pakistan Limited - Trustee
Remuneration (include indirect taxes) 514,021 404,787 280,859 1,199,667 1,167,784
Settlement charges 19,611 3,390 3,390 26,391 40,047
Group / Associated companies
MCB Bank Limited
Mark-up earned 29,368 59,822 33,764 122,954 46,702
Bank charges 3,891 4,334 433 8,658 4,856

MCB Islamic Bank Limited
Mark-up earned - 200 - 200 -
Bank charges - - - - -

Arif Habib Limited - Brokerage House
Brokerage expense* 46,695 1,350 325 48,370 7,616

Next Capital Limited - Brokerage House
Brokerage expense* 6,210 - - 6,210 104,082

13.2 Balances outstanding at period end:

December 31, 2019 (Un-audited)

Money
Equity Debt Market June 30, 2019
Sub-Fund Sub-Fund Sub-Fund Total (Audited)
(Rupees)
MCB Arif Habib Savings and Investments Limited -
Pension Fund Manager

Remuneration payable 1,042,243 690,749 511,485 2,244,477 1,917,078
Sindh sales tax payable on remuneration 135,488 89,798 66,494 291,780 249,219
Central Depository Company of Pakistan Limited - Trustee

Remuneration payable 89,377 59,180 43,884 192,441 169,308
Sindh sales tax payable on remuneration 11,630 7,847 5,682 25,159 22,136
Security deposit 200,000 200,000 200,000 600,000 600,000
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13.3

December 31, 2019 (Un-audited)

Group / Associated companies

MCB Bank Limited
Bank Balance
Profit Receivable

Silk Bank
Bank balance
Profit receivable

MCB Islamic Bank Limited
Bank Balance

Arif Habib Limited - Brokerage House
Brokerage payable*

Next Capital Limited - Brokerage House
Brokerage payable*

Money
Equity Debt Market June 30, 2019
Sub-Fund Sub-Fund Sub-Fund Total (Audited)
(Rupees)

627,249 824,940 859,005 2,311,194 311,449

34 - - 34 34

- - - - 100,028,054

- - - - 196,386

- 7,732 - 7,732 7,552

46,694 - - 46,694 28,481

6,210 - - 6,210 -

* The amount disclosed represents the amount of brokerage paid / payable to connected persons and not the
purchase or sale value of securities transacted through them. The purchase or sale value has not been treated
as transactions with connected persons as the ultimate counter-parties are not connected persons.

Unit Holders' Fund

FOR THE HALF YEAR ENDED DECEMBER 31, 2019 (Un-audited)

As at As at
July 01, fI:rs:ae:h Redeemed As a3t P;;:g‘ber July 01, f:’srs:::h Redeemed As a; 1D(;;<1egmber
2019 ’ 2019 ’
(Units) (Rupees)
MCB Arif Habib Savings and
Investments Limited -
Pension Fund Manager *
- Pakistan Pension Fund - Equity 252,196 - 252,196 109,024,331 - - 129,119,308
- Pakistan Pension Fund - Debt 253,109 - 253,109 65,157,850 - - 69,934,017
- Pakistan Pension Fund - Money Market 300,000 - 300,000 71,022,000 - - 75,294,000
Key management personnel
- Pakistan Pension Fund - Equity 4,358 2,949 3,976 3,331 3,328,710 1,398 1,965 1,705,405
- Pakistan Pension Fund - Debt 664 3,123 191 3,596 587,198 852,599 49,624 993,575
- Pakistan Pension Fund - Money Market 45 834 52 827 10,653 207,054 12,411 207,560
FOR THE HALF YEAR ENDED DECEMBER 31, 2018 (Un-audited)
As at Issued As at December Asat Issued As at December
July 01, f h Redeemed 31,2018 July 01, f h Redeemed 31,2018
2018 or cas s 2018 or cas ,
(Units) (Rupees)
MCB Arif Habib Savings and
Investments Limited -
Pension Fund Manager
- Pakistan Pension Fund - Equity 252,196 - - 252,196 129,086,523 - 115,304,011
- Pakistan Pension Fund - Debt 253,109 - - 253,109 60,662,634 - 62,641,946
- Pakistan Pension Fund - Money Market 300,000 - - 300,000 65,826,000 - 67,962,000
Key management personnel
- Pakistan Pension Fund - Equity 14,449 3,072 11,110 6,411 7,183,815 1,440 5,085 2,931,109
- Pakistan Pension Fund - Debt 3,950 663 1,782 2,831 772,456 162 441 700,644
- Pakistan Pension Fund - Money Market 199 82 - 281 45 18 - 63,658

* The unit holder also holds 10% or more of the units in the Plan.
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14. FAIR VALUE OF FINANCIAL INSTRUMENTS

IFRS 13 - 'Fair Value Measurement' establishes a single source of guidance under IFRS for all fair value measurements
and disclosures about fair value measurement where such measurements are required as permitted by other IFRSs.
It defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date (i.e. an exit price).

Financial assets which are tradable in an open market are revalued at the market prices prevailing on the statement
of assets and liabilities date. The estimated fair value of all other financial assets and financial liabilities is considered
not significantly different from book value.

The following table shows financial instruments recognized at fair value, analyzed between those whose fair value

is based on:

Level 1: quoted prices in active markets for identical assets or liabilities;

Level 2: those involving inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly (as prices) or indirectly (derived from prices); and

Level 3: those with inputs for the asset or liability that are not based on observable market data (unobservable

inputs).

As at December 31, 2019 and June 30, 2019, the Fund held the following instruments measured at fair values:

Level 1 Level 2 Level 3 Total
December 31, 2019 (Un-audited) Note (Rupees)
Equity Sub-Fund
Listed equity securities 806,366,549 - - 806,366,549
Debt Sub-Fund
Government Securities -
Pakistan Investment Bonds 14.1.1 - 217,106,000 217,106,000
Government Securities - Treasury Bills  14.1.1 - 9,894,938 9,894,938
Term Finance Certificates / Sukuks 14.1.2 - 93,444,487 93,444,487
Money Market Sub-Fund

Government Securities - Treasury Bills - 243,658,937 - 243,658,937

806,366,549 564,104,362 - 1,370,470,911

June 30, 2019 (Audited)
Equity Sub-Fund

Listed equity securities 670,488,179 - - 670,488,179
Debt Sub-Fund

Government Securities -

Pakistan Investment Bonds - 4,885,243 - 4,885,243
Government Securities - Treasury Bills - 221,624,100 - 221,624,100
Term Finance Certificates / Sukuks - 98,655,613 - 98,655,613
Commercial paper - - 39,234,413 39,234,413

Money Market Sub-Fund
Government Securities - Treasury bills - 29,546,480 - 29,546,480
Commercial paper - - 9,808,628 9,808,628
Term deposit receipt - - 109,000,000 109,000,000
670,488,179 354,711,436 158,043,041 1,183,242,656
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14.1.2

14.2

15.
15.1

15.2

16.

During the period ended December 31, 2019, there were no transfers between level 1 and level 2 fair value
measurements, and no transfer into and out of level 3 fair value measurements.

Valuation techniques used in determination of fair values within level 2

Fair values of Pakistan Investment Bonds and Market Treasury Bills are derived using PKRV rates (Reuters page).
Investments in Term Finance Certificates and Sukuks issued by a company or a body corporate for the purpose
of raising funds in the form of redeemable capital, are valued on the basis of the rates announced by the Mutual
Funds Association of Pakistan (MUFAP) in accordance with the methodology prescribed by the Securities and
Exchange Commission of Pakistan.

The Fund has not disclosed the fair values of other financial assets and financial liabilities, as these are either
short term in nature or repriced periodically. Therefore, their carrying amounts are a reasonable approximation
of their fair values.

GENERAL

Figures have been rounded off to the nearest thousand rupee unless otherwise stated.

Certain prior year's figures have been re-arranged / re-classified, wherever necessary, to facilitate comparison
in the presentation in the current period. However, there are material re-arrangements / re-classifications to report.

DATE OF AUTHORISATION FOR ISSUE

These interim financial statements were authorised for issue on February 21, 2020 by the Board of Directors of
the Pension Fund Manager.

For MCB-Arif Habib Savings and Investments Limited
(Pension Fund Manager)

" b 7

Chief Executive Officer Director
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